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en 
KEY ECONOMIC INDICATORS 


Values in Billions of BF wnless otherwise statea/! 


Average 
Percent 

Jan= Jen=- Jan= Percent of Change 
June June June Change 1974/73 


Teen 1972/° 1973/° 1974/2 1974/73  & 1973/72 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at current prices 1,583 1,800 2,070 
GNP at constant 1970 prices 1,415 1,501 1,570 
Per Capita GNP at current 

prices (in BF) 163,030 184 ,583 211,927 
Savings as % disposable 

income 18.4 17.0 17.1 
Investment as % current GNP 22.0 22.4 23.7 
Industrial production (1970=100) 107 110 121 
Average industrial wage 

(1970=100 ) 126 148 174 
Coal Production (1,000 MT) 5,788 4,937 4,276 
Electric Power consumption 

(mil. KWH) 17,043 18 ,801 19,862 
Unemployment rate (June) 3.4 3.5 3.8 


MONEY AND PRICES 
Money Supply 511.0 582.3 621.3 
Public Debt 705.2 T1958 846.7 
Domestic 690.1 766.8 839.8 
External 15.1 8.4 6.9 
Discount rate, Nat'l Bank 
(2/1/74) 4.00 5.50 8.75 
Price Indices: 
Retail (1971=100) 105.0 112.3 126.5 
Wholesale (1953=100) 126.9 140.9 167.4 


BALANCE OF PAYMENTS AND TRADE/> 

Gold and foreign exchange 
reserves (2nd quarter) 181.6 220.0 201.7 

Balance of payments 
(5 months only) «. Be * 12.7 + 13.0 -- 

Balance of trade/# * 3 + 2.9 - 21.6 -- -- 

Total exports FOB 282.6 342.0 452.5 32.3 26.6 
Exports to United States 15.8 20.3 24.7 21.7 25.3 
Exports to Common Market 211.2 252.7 321.9 27.4 23.5 

Total imports CIF 279.2 339.2 474.2 39 .8 30.6 
Imports from United States 14.6 18.7 33.4 78.6 53.3 
Imports from Common Market 200.5 243.3 321.0 31.9 26.6 


Main imports from the U.S. (January to May, 1974): Machines and equipment 5.836; 
transport equipment 3.931; metals 2.552; agricultural products 4.327; minerals 3.782; 
precious stones, etc. 2.880. 





NOTES 


(1) 


The Belgian franc-dollar exchange rate varied so significantly 
during the years covered in the chart that any conversion of 
Belgian figures into dollars would seriously distort the data 
by making it not comparable. The exchange rate variations 
during this period were: 


September 21, 1949 - December 19, 1971 BF 50.00 = $1.00 
December 20, 1971 - February 13, 1973 BF 44.81 = $1.00 
February 14, 1973 - December 31, 1973 

(floating average) . 1... eee BF 39.45 = $1.00 
January 1, 1974 - June 30, 1974 

(fleeting average) . . << <+« 2 «6 BF 39.71 = $1.00 


All figures are for the six months of January through June except 
for indices and spot indicators which are for the last day 

of June and except for figures involving the GNP or Disposable 
Income. These latter are annual figures. The 1973 and 1974 
"annual" figures are estimates. 


Data for Belgo-Luxembourg Economic Union (B.L.E.U.) 


Customs, not payments, data for trade figures, which are for five 
months only. The 1972 import/export figures for the EEC are 
pre-enlargement. 


Source 


Belgian Ministry of Economic Affairs. 





SUMMARY 


The Belgian economy has grown more in 1974 than was expected. High 
external and internal demand should push real GNP up between four 
and five percent. Economic stagnation among Belgium's principal 
trading partners, combined with the effects of anti-inflation 
programs at home will probably bring a slowdown by late this year, 
however. The Government projects real 1975 GNP growth at between 
three and four percent, but even this modest progress will depend 
on revival of economic activity in other parts of Western Europe. 


Inflation has become a serious problem for Belgium this year. 
Government statistics show prices rising at a 15.5 percent annual 
rate through September, and relief may not be in sight for some 
time yet. In reaction, the Government is pursuing a variety of 
monetary, fiscal, and price control programs to trim demand and 
discourage speculation. Chief reliance is on monetary policy, 
where credit has been cut back severely in recent months, a trend 
Which seems likely to continue into next year. Although the 
Government is also attempting to impose greater fiscal restraint, 
its 1975 budget will probably once again be in deficit. 


Belgium's balance of payments situation continues healthy, with a 
slight surplus in view for 1974. High capital inflows have served 
to balance a small deficit on current account, attributable to a 
swelling import bill for oil and other commodities. The outlook 
for 1975 is uncertain, however, depending on continued strong 
export performance and foreign investment levels. 


The growth of Belgian trade appears to have slackened somewhat in 

real terms in early 1974. Imports from the U.S. rose 78 percent 

over this period, however, far exceeding the increase from Belgium's 
principal trading partners. This performance has been due principally 
to burgeoning imports of U.S. agricultural, mineral, and high 
technology goods. Prospects appear bright for continued growth of 
U.S. exports to Belgium in certain specific sectors, particularly 

high technology equipment in the transportation, information 
processing, and energy sectors. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Growth Continues But Slowdown Approaching 


Belgian economic activity was high during the first three quarters of 
1974. The overall real growth rate for the year should be between 
four and five percent. Contrary to fears last winter that increased 
oil and other commodity prices would cause a slump in industrial 
production, local manufacturers increased output by an estimated eight 
percent from January through May. Demand has been heavy for both 
consumer and capital goods, fueled to some degree by widespread 
anticipation of future price increases. Both private investment and 
savings rates have been high, while unemployment has remained stable 
(currently 3.9 percent). There were exceptions to this trend, 
notably in the automotive sector, but key industries such as steel 
and construction have been working at virtually full capacity. 


Despite the current high level of activity, however, most signs point 
to a coming economic slowdown in Belgium, probably beginning late 
this year and lasting through at least part of 1975. The recession 
will be due in part to monetary policies introduced by the government 
this summer designed to dampen domestic demand and thereby reduce 
inflation (see below). These measures should lead to production 
cutbacks by the first quarter of 1975, if not earlier. Retail sales 
are already showing the effects of diminishing real consumer income, 
due to rising prices. Bankruptcy rates rose marginally over the 
summer and are expected to accelerate in coming months. Squeezed by 
a cut in public works projects and lack of credit, the construction 
industry expects a serious drop in activity this fall. 


Another key element is the prospect for Belgian exports. Low-growth, 
anti-inflation programs in countries which are traditionally Belgium's 
best customers could significantly cut the growth of external demand 
for Belgian goods in 1975. The problem is illustrated by the current 
economic stagnation in West Germany, France, and the Netherlands, 
three countries which together take 62 percent of total Belgian 
exports. This is a sobering outlook for a country which generally 
exports almost half of its GNP. 


Taking these internal and external factors into account, the Belgian 
government is currently projecting real 1975 GNP growth at a modest 
three to four percent. Activity during the first semester of next 
year may in fact fall considerably below this. Government experts are 
hoping for limited revival by late 1975, but given Belgium's reliance 
on foreign markets, even this will largely depend on a resurgence of 
external economic activity and demand throughout Western Europe. 





Government Stresses Anti-Inflationary Policies 


Prospects for sustained economic growth in Belgium rely above all on 
the country's success in fighting an increasingly serious rate of 
inflation. As of July, 1974, prices were up 14 percent on an annual 
basis, according to the Organization for Economic Cooperation and 
Development (OECD), (the Belgian cost of living index, which only 
measures prices of consumer goods, has increased 15.5 percent on 

an annual basis through September). This pace puts Belgium, which 
had average annual inflation of only 3.4 percent during the 1960's, 
above the average of OECD countries (13 percent) so far in 1974. 

Worse yet, Belgium's biggest foreign customers (amloften competitors) 
controlled their prices somewhat more successfully during this period. 
This trend, if allowed to continue, could seriously compromise 
Belgium's vital export position in international markets. 


Mindful of this danger, the Belgian government is pursuing a variety 
of monetary, fiscal, and price control programs designed to help 
control inflation. Of these, chief reliance will be on monetary 
policy. In addition to increasing the discount rate, bank reserve 
requirements, and market operations in its securities, the government 
has imposed a ceiling on bank loans for the entire year of 14 percent 
over the 1973 total. Given the timing of this move (six months into 
the year) and current inflation rate, this in effect represents a 
severe cutback of available credit. Interest rates are up to record 
levels, mortgage money has become very scarce, and failures among 
small and medium-sized firms are likely to increase. Recent public 
statements by high government officials indicate that, barring an 
unexpected surge in unemployment, they are determined to continue 
turning the monetary vise until at least the end of 1974, and 
probably into next spring. 


This official stress on monetary policy stems largely from severe 
limitations in Belgium on fiscal remedies against inflation. The 
government has announced an austerity budget for 1975, set at 

BF 593 billion (23 percent over the 1974 budget) which will in theory 
approach a balance of receipts against expenditures. As serious cuts 
in spending, particularly on social programs, are politically unrealistic 
for the present coalition government, it is largely relying on a series 
of new tax measures to provide fresh revenue. These include selective 
rises in the Value Added Tax, as well as increases in road taxes, taxes 
on very high incomes, corporate income taxes, and on certain business 
activities. In addition, there will be stricter enforcement of 
existing tax laws to reduce Belgium's currently high avoidance rate. 
These measures may succeed in reversing the growth of budget deficits 
in recent years (estimated at over BF 12 billion for 1974). It appears 
unlikely, however, that they will be enough to provide a balanced or 
surplus budget next year. Political factors weight against more 





stringent tax increases for the foreseeable future. Fiscal 
performance will thus probably continue at least mildly stimlative 
over the next 18 months, despite the government's efforts to the 
contrary. 


The government has also talked of a more active price control program. 
These are at present based on surveillance, mandatory consultation, 
and establishment of maximum prices and profit margins in specified 
sectors. Although primarily directed against speculative pricing, 

the program contributes somewhat to anti-inflation efforts, if only by 
delaying implementation of many pricing decisions. 


Despite these efforts, however, inflation in Belgium appears likely to 
get worse before it gets better. While the government's monetary 
counter=measures have begun to bite, they will probably not have a 
significant effect for some time yet. Price increases currently 
appear in fact to be accelerating and could result in an overall 

15 percent inflation rate by the end of this year. Food bills are 
due to go up following the recent decision of the European Community 
to increase farmer prices. Fast=-rising domestic labor costs may soon 
begin to outrun productivity. As of the end of the summer, wholesale 
prices were rising at an annual rate (24.9 percent) well above that 
of retail prices, a gloomy harbinger for Belgian consumers over the 
next few months. 


Balance of Payments Outlook Good for 1974, Uncertain for 1975 


Provisional figures give Belgium a BF 13 billion surplus in its balance 
of payments through May of this year. This is slightly in excess of 
the same period in 1973, despite the huge increase in oil and other 
import commodity prices since then. Foreign reserves through June are 
down, but only marginally so. Belgium's international payments 
situation is thus encouraging, with a small surplus probably in the 
offing for the year as a whole. 


Within this positive picture, however, there are disquieting elements. 
Trade, the lifeblood of the Belgian economy, is growing less in real 
terms than in previous years. Exports, generally a major factor in 
Belgium's surplus position during the early 70's, virtually covered 

a swelling import bill in early 1974, but may slacken next year in the 
face of reduced foreign demand. On the other hand, domestic inflation 
may spur additional demand for imports. Therefore, the trade deficit 
which was a mere BF 100 million on a payments basis in May could 

widen somewhat by year-end and in 1975. 





So far this year, the payments surplus is principally due to a sharp 
drop (BF 8.4 billion) in Belgian portfolio investment overseas since 
May, 1973, coupled with a BF 7.1 billion upswing in direct foreign 
investment in Belgium. This reversal of capital flow is primarily due 
to the continuing strength of the Belgian franc in relation to some 
other currencies. If business conditions worsen sufficiently in 
Belgium, however, capital could re-exit just as quickly. The 1975 
balance of payments outlook is thus uncertain. Given present indicators, 
a deficit (Belgium's:first since 1968) appears possible. Given the 
adaptability of Belgium's trade-oriented economy, its payments 
situation should nonetheless continue relatively better than that of 
most of its European neighbors. 


IMPLICATIONS FOR THE UNITED STATES 


Export Opportunities Still Strong in Certain Sectors 


Trade figures for the first five months of 1974 indicate that while 
Belgian imports have increased 40 percent in value over the same 
period of 1973, much of this jump is apparently attributable to 

higher prices rather than real growth (total import tonnage is in fact 
down slightly from last year). Given a probable slowdown in the 
Belgian economy next year, the country's trade activity may continue 
to slacken somewhat over the near term. 


The outlook for increased U.S. exports to Belgium is nonetheless 
promising in certain key sectors where the U.S. is particularly 
competitive and local demand is still swelling. The possibilities 

are underlined by the fact that U.S. exports to Belgium soared 

during the first five months of 1974 by 78 percent over early 1973 

to $8.3 billion. This is almost twice the overall increase in 

import value, and more than double the level of increase registered by 
Belgium's principal European trading partners during the same period. 
As a result, the U.S. share of the Belgian market is currently at 
seven percent, up from 5.5 percent in mid-1973. In the current 
inflationary atmosphere, Belgians thus appear to be becoming increasingly 
price conscious, even to the point of overthrowing old trading habits 
and relationships, if need be. Good quality U.S. goods can compete 

in Belgium, provided there is good after-sales service, fast delivery, 
and a willingness to adapt slightly to meet European tastes and 
standards. 


So far in 1974, U.S. exports have been centered on agricultural and 
mineral commodities plus high technology goods. Compared to 1973, 
Belgian statistics of U.S. goods imported during January-March indicate 
that, in real terms, there has been a doubling in imports of soybeans, 
soybean meal and other oil seeds, a 30 percent jump in coal, a one-third 
increase in chemical products, and solid gains in quantities 

purchased of U.S. electronic goods and machinery. 





-9- 


The same figures indicate substantial increases in overall Belgian 
demand for a number of other commodities. These include meat and 

fish products, paper board/carton, stone and glass, and ceramic ware. 
Imports of wood and wood products are up; while still relatively small, 
the U.S. share here has grown eight fold during this short period. In 
addition, the fast pace of salary increases and rising energy costs 

in Belgium should mean significant demand from local industry in 
coming months for various types of power and/or labor-saving machinery. 
Inflation should also stimulate continuing demand for durable consumer 
goods. 


Finally, Belgium's highly industrialized, advanced economy continues 
to offer a solid long-term market for expensive, high technology 
equipment in the transportation, information processing, and energy 
sectors. Particular opportunities appear likely for U.S. exporters 
in computer software, peripherals and mini-computers, business 
equipment systems, pollution control instrumentation and equipment, 
electronics production equipment, aerial navigation gear, and process 
control instrumentation. 


Investment and Tourism Activity Remains Uneven 


Although Belgian investment in the U.S. almost doubled in book value 
in 1973 according to U.S. Government estimates, there has apparently 
been little if any substantial follow-up in plant and equipment 
spending so far this year. Judging from the growth of overall capital 
inflows into Belgium during early 1974, Belgian portfolio investment 
in the U.S. is probably down. Meanwhile, encouraged by new market 
prospects in the enlarged EEC, the pace of U.S. investment in Belgium 
tripled in 1973 and is increasing even more this year, according to 
preliminary reports. This growth comes despite the fact that many 
existing U.S. manufacturers in Belgium have growing problems of 
mounting costs (particularly for labor), uncertain export markets, 
and, in some cases, stiffer competition from U.S. producers at home 
since the February, 1973 dollar devaluation. 


Judging from visa statistics available in Brussels, Belgian tourist 

and business travel to the U.S. has dropped 18 percent through June as 
compared to the same period last year. The decrease was not unexpected, 
given growing travel costs and a slackening in the real income of 

many Belgians. 
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